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Introduction

Sebastian Edwards, Gerardo Esquivel, and
Graciela Marquez

For a long time Latin America’s economic performance has puzzled econ-
omists and historians. How can we explain that a region so rich in natural
resources has had such a mediocre economic performance? Why has Latin
America lagged behind, while its neighbors to the north—the United
States and Canada—have developed and flourished? Why is it that after
being one of the wealthiest nations in the world in the late nineteenth cen-
tury, Argentina has joined the ranks of the crisis-prone countries? The pa-
pers collected in this volume deal with these issues from a historical per-
spective. In December 2004 the authors met at El Colegio de Mexico in
Mexico City and spent two days discussing why Latin America’s history
has been characterized by mediocre growth, rampant protectionism, very
high inflation, low productivity growth, and successive crises. Two themes
run through these papers: (a) institutions have played an important role in
shaping the Latin American economies; and (b) political considerations—
including, in particular, distributional struggles—have been crucial in de-
termining economic outcomes in the region.

Inequality and backwardness have been two central features of Latin
American economies during the last two centuries. The region’s skewed in-
come distribution was already apparent to European travelers journeying
in the Spanish colonies at the beginning of the nineteenth century. Many of

The papers collected in this volume were presented at the National Bureau of Economic
Research’s (NBER) Inter-American Seminar on Economics (IASE), held on December 6-8,
2004, at El Colegio de Mexico, Mexico City.

Sebastian Edwards is the Henry Ford II Professor of International Economics at UCLA’s
Anderson Graduate School of Management and a research associate at the National Bureau
of Economic Research. Gerardo Esquivel is a professor of economics at El Colegio de Mex-
ico, and Graciela Marquez is a professor of history at El Colegio de Mexico.
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them pointed out the enormous gap that existed between the rich and the
poor in the region.' Inequality has remained a salient feature of Latin
America despite the profound economic transformations that have taken
place in the region in the last two centuries. At the same time, Latin Amer-
ica’s growth record has been insufficient to close its income gap with north
Atlantic economies. Initial studies on international comparisons of long-
run growth reveal that, relative to the United States, Latin America fell be-
hind between 1700 and 1900.>

The study of colonial institutions and economic performance in the half
century after Independence remains crucial for understanding how Latin
America fell behind. Inequality inherited from the colonial past (and re-
produced in the nineteenth century) shaped Latin American structures of
taxation in ways that not only differed radically from the United States and
Canada, but also from other developing economies. Differences prevailed
well into the twentieth century. Lessons learned from the study of frag-
mented markets, political instability, and weak institutional structures—
salient characteristics of nineteenth-century Latin America—illuminate
not only our knowledge of the past, but also provide important elements to
understanding present-day problems of this and other developing regions
of the world.

At the end of the nineteenth century, and after decades of virtual stag-
nation, Latin American economies began to experience a slow but sus-
tained recovery. This resumption of growth coincided with a process of
globalization in the world economy that was characterized by an increased
worldwide integration of commodity and factor markets. The expansion-
ary cycle of the world economy increased the demand for raw materials and
foodstuffs, benefiting export sectors throughout the region. However, only
in Argentina did the export sector truly become the engine of growth for
the three decades before the First World War.? The resumption of sus-
tained per capita gross domestic product (GDP) growth elsewhere faltered
due to a number of factors, including weak institutions, poor infrastruc-
ture, and misguided economic policies.

Throughout 1870-1913 the vast majority of Latin American countries
became recipients of international capital inflows in the form of foreign
direct investment and foreign loans. Virtually every government borrowed
in international capital markets, mostly in gold-denominated debt.* While
in many instances external debt financed the construction of railroad net-

1. “Mexico is the country of inequality. Nowhere does there exists such a fearful difference
in the distribution of fortune, civilization, cultivation of the soil, and population” (von Hum-
boldt, 1811, p. 134).

2. This conclusion is best presented by John Coatsworth’s “Economic and Institutional
Trajectories in Nineteenth-Century Latin America” (1998).

3. For an examination of the export-led growth see Victor Bulmer-Thomas (1994).

4. The pioneering study of the history of foreign debt in Latin America from a long-run per-
spective is Carlos Marichal (1989).
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works, port facilities, and public works, it also exposed Latin American
economies to banking and currency crises. Indeed, the accumulation of ex-
ternal debt denominated in foreign currency precipitated financial crises
in countries like Brazil and Argentina, where foreign debt and fiscal mis-
management led to economic catastrophes.®> Interestingly, in other then-
emerging and peripheral economies, including British offshoots (Aus-
tralia, Canada, New Zealand, and the United States) and small European
countries (Norway and Finland), stronger fiscal and financial systems
helped reduce the frequency and virulence of financial crises.

The disruption of trade and capital flows brought about by World War I
and its aftermath resulted in the expansion of the manufacturing sector in
more diversified economies; at the same time, export sectors suffered from
cyclical movements in commodities markets. Latin America was still
highly vulnerable to external shocks, and the Great Depression reduced in-
come per capita throughout the region. Individual outcomes, however,
varied, depending on the degree of openness, the behavior of export prices,
and the degree of diversification of the nonexport sector. The recovery
from the slump of the early 1930s was in part helped by unorthodox policy
measures, including very large real devaluations and increases in govern-
ment spending, which facilitated import substitution and appeased social
protests.® The outbreak of World War II resulted in renewed external re-
strictions in commodity and capital markets, further reducing export earn-
ings and foreign borrowing for the region as a whole. In the late 1940s, eco-
nomic policy deliberately promoted domestic manufacturing in countries
such as Brazil, Mexico, Colombia, Argentina, Chile, and Peru. In these
countries a diversified industrial base and a sizeable domestic market gave
credence to theories supporting industrialization through import substitu-
tion. Thus, the larger economies in the region followed an inward-looking
strategy based on the rise of protection levels, capital controls, exchange
controls, multiple exchange rate schemes, and public intervention in labor
markets.’

In the period 1950-1960, average GDP growth rate for the twenty largest
Latin American economies was 5.3 percent. Yet, the variance across the
region was significant, and the acceleration of population growth lowered
GDP per capita rates. For instance, the larger economies (Argentina,
Brazil, Chile, Colombia, Mexico, Peru, and Venezuela) averaged only 2.4
percent in GDP per capita growth in the period 1950-1973. Growth rates
masked problems associated with trade and capital controls and protec-

5. See, for example, the paper by Bordo and Meissner in this volume, as well as the refer-
ences cited therein.

6. Latin American responses to the 1930s Depression were systematically analyzed in Rose-
mary Thorp (1984).

7. For an evaluation of price distortions of inward-looking development see Sebastian Ed-
wards (1992). For a recent treatment see Alan Taylor (1998).
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tionism: inefficient allocation of resources, inflationary pressures, monop-
olistic industrial structures, and growing current account and public
deficits. Concerns about macroeconomic behavior appeared at different
junctures in different countries, and stabilization programs attempted so-
lutions that had varying degrees of success. By the 1960s, under the aus-
pices of the United Nations Economic Commission for Latin America, the
model of inward-looking development was present in virtually every coun-
try in the region. In the period 19501973, the economies of Argentina,
Brazil, Chile, Colombia, Mexico, Peru, and Venezuela grew, on average, at
a rate of 2.4 percent, whereas smaller and less diversified economies had a
much lower growth rate.® Even if we consider the first group of countries as
representative of Latin America, GDP per capita growth rate was only
higher than that of African countries, and was similar to that of the west-
ern offshoots (Australia, Canada, New Zealand, and the United States).
During this period, other regions in the world expanded at a more rapid
pace: Asia (2.6 percent), Eastern Europe (4.0 percent), Southern Europe
(4.8 percent), and western Europe (3.8 percent).’

In the 1960s, most Latin American governments considered regional in-
tegration to be the means to remedy some of the pitfalls of the inward-
looking strategy, in particular growing external imbalances. Yet, the lack
of harmonization between exchange rate, fiscal and monetary policies pro-
duced poor results. More importantly, the dominant autarkic orientation
remained unchanged, as did the price distortions associated with it. Not
implementing a policy shift at that time (the 1960s) was a lost opportunity
for Latin America; price distortions became more severe in the 1970s and
1980s, and distortive policies had long-run effects on accumulation and
growth.

In other latitudes, developing economies also industrialized, following
similar inward-looking strategies. In particular, the economies of East
Asia promoted import substitution industrialization in the early post-
World War II period, with policies and instruments similar to those imple-
mented in Latin America. In the 1960s and 1970s, however, the policy
menu in East Asia shifted away from inward-looking development and in-
creasingly moved toward outward orientation. Integrating with global
markets allowed East Asia to maintain a fast-growing development until
the 1990s, a trajectory that contrasts sharply with the dismal economic
growth record of Latin America in the last quarter of the twentieth century.

A key conclusion from the study of the Latin American economic past
is that history matters. Despite its simplicity, this observation points out
the complexities involved in understanding the fundamental connections

8. For figures on average and individual GDP growth rates see Bulmer-Thomas, op. cit.,
table 9.4, 309.
9. Growth estimates correspond to estimates by Angus Madison (1995).
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between growth trajectories and institutional paths. The essays in this vol-
ume show important dimensions of the historical interaction of economic
performance and institutions in Latin America. This book also offers ana-
lytical insights into today’s debates on the implications that political and
institutional changes may have on economic development.

The volume is divided into three parts: part one deals with economic
growth, taxation, and institutions, and has three papers. Part two includes
five papers and focuses on financial crises, lending, and inflation. The third
part has two papers on protectionism and economic performance. In the
rest of this introduction I provide a reader’s guide to the volume.

Economic Growth, Taxation, and Institutions

The volume opens with a paper by Leandro Prados de la Escosura titled
“When Did Latin America Fall Behind?” In this piece Prados de la Esco-
sura asks one of the fundamental questions in Latin America’s economic
history: has the income gap between Latin American countries and the
core of advanced nations widened over time? And if so, when did this
widening begin? Was there an era when Latin America grew at a rate com-
parable to that of the core nations? And, perhaps more important, why did
Latin America fall behind? In an effort to address these issues Prados de la
Escosura uses some tools of the inequality literature. He addresses long-
run intercountry inequality in terms of real GDP per head (purchasing
power adjusted). He also uses an improved human development index as
an indicator of welfare for present-day Organization for Economic Coop-
eration and Development (OECD) countries and for Latin American na-
tions. Prados de la Escosura’s analysis shows that there has been a long-
term rise in income inequality for this sample of countries. The main
determinant of this increased cross-country inequality is the widening gap
between the OECD and Latin America. The author argues that contrary
to popular belief, Latin America fell behind, in terms of income, in the late
twentieth century—not in the nineteenth century. Furthermore, the au-
thor argues that “the decline that probably took place in the decades after
independence seems hardly comparable to the dramatic fall that took place
in Latin America’s relative position to the OECD in the late twentieth cen-
tury” Prados de la Escosura also shows that, although cross-country in-
equality in terms of human development declined over time, the gap be-
tween OECD and Latin American countries remained largely unchanged.

In “Before the Golden Age: Economic Growth in Mexico and Portugal,
1910-1950,” Pedro Lains provides a comparison of Mexico’s and Portu-
gal’s economic growth during the first half of the twentieth century. He ar-
gues that what makes these countries particularly interesting is that they
experienced solid growth in the interwar years, a period when most of the
world was either stagnant or experiencing economic retrogression. Eco-
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nomic expansion in these two countries was the result of structural changes
at the aggregate level as well as at the industrial sector level. These reforms
favored those sectors with above-average total factor productivity and,
thus, contributed to faster growth. Perhaps more importantly, during the
interwar period the exchange rate was used as the most important tool for
protecting local industries. This contrasts sharply with both countries’
later experiences—Portugal after 1973 and Mexico after 1982—when im-
port tariffs and quantitative restrictions were used as the main sources of
protection. Lains also argues that his results call into question the tradi-
tional interpretation of Mexico’s and Portugal’s industrialization. Accord-
ing to traditional views, this process took off after World War II; the data
discussed by the author suggest that strong industrialization forces were
already gathering momentum during the interwar years. The author also
discusses some of the most important differences between Mexico and Por-
tugal, including political differences, differences in external policy, and
demographic differences.

The next chapter, “Inequality and the Evolution of Institutions of Tax-
ation: Evidence from the Economic History of the Americas,” is by Ken-
neth L. Sokoloff and Eric M. Zolt. The authors analyze the role played by
institutions in shaping Latin American countries’ ability to raise revenues
through taxation. Sokoloff and Zolt argue that the way in which nations or-
ganize their tax systems has widespread economic and social effects. It
affects economic performance, productivity, inequality, and the degree of
decentralization. The main interest of Sokoloff and Zolt is to analyze the
relationship between inequality and taxes. They ask how and why tax in-
stitutions have differed and evolved throughout the countries of the Amer-
icas. They argue that there are striking contrasts in the tax systems of de-
veloped and developing countries; while advanced nations rely heavily on
income and broad-based consumption taxes, emerging countries rely on
taxes on international trade, value-added taxes, and turnover taxes. Soko-
loff and Zolt also argue that developing countries are more likely to raise
taxes at the national level rather than at the state and local level. Depart-
ing from traditional works that have asked how taxation affects inequal-
ity, Sokoloff and Zolt analyze the ways in which inequality may influence
the design and implementation of tax systems. They argue that one of the
most important reasons why tax structures in Latin America look so differ-
ent from tax structures in North America is not that one region is rich and
the other poor. Even when incomes across the North and the South were
relatively equal, the tax structures were very different. Sokoloff and Zolt
ask whether these differences in taxes (and spending) might play a role in
explaining the divergent paths of long-run development. Their thesis, that
inequality plays an important independent role in influencing the struc-
ture of taxation, is supported by comparisons between Latin America and
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North America, as well as by comparisons between the respective coun-
tries within each of these regions.

Financial Crises, Lending, and Inflation

The first chapter in part two of the volume is “Financial Crises, 1880—
1913: The Role of Foreign Currency Debt,” by Michael D. Bordo and
Christopher D. Meissner. In this paper, Bordo and Meissner inquire what
has been the role of foreign currency debt in precipitating financial crises
in Latin America. This question, which has recently been discussed in the
context of modern crises, has received the name liabilities dollarization, as
the cause of financial crises. According to this literature, countries that
have a high proportion of their debt in foreign currency are more prone to
having a financial crisis. Moreover, in countries with a high degree of lia-
bilities dollarization, crises will tend to be profound and costly. In their pa-
per, Bordo and Meissner put together a data set for nearly thirty countries
between 1880 and 1913, and examine debt crises, currency crises, banking
crises, and twin crises. Bordo and Meissner pay special attention to the role
of foreign currency and gold clause debt, currency mismatches, and debt
intolerance. They argue that there is strong evidence that suggests that a
larger proportion of foreign currency debt leads to a higher chance of hav-
ing a debt crisis or a banking crisis. An important finding, however, is that
countries with strong institutions, with very different historical back-
grounds, such as Australia, Canada, New Zealand, Norway, and the
United States, were able to manage their exposure to hard currency debt,
and were able to avoid having recurrent crises. Furthermore, these coun-
tries never had severe financial meltdowns. Bordo and Meissner also find
that a strong international reserve position seems to be correlated with a
lower likelihood of a debt crisis, currency crisis, or banking crisis. Accord-
ing to them, “this strengthens the evidence for the hypothesis that foreign
currency debt is dangerous when mismanaged.” An important finding is
that a history of defaults matters: countries with previous default histories
seem prone to debt crises, even when they have low debt ratios.

In “The True Measure of Country Risk: A Primer on the Interrelations
between Solvency and the Polity Structure of Emerging Markets: Argen-
tina 1886-1892,” Gerardo della Paolera and Martin Grandes use Argen-
tine data from the late nineteenth century to analyze the behavior of a true
measure of country risk. What makes this period particularly interest-
ing is that in 1890 the world suffered the first widespread emerging mar-
ket capital and debt crisis—the so-called Barings crisis. Della Paolera and
Grandes’ most important contribution is constructing a measure of coun-
try risk that takes into account the evolution of both national, provincial,
and local debt. This measure acknowledges the importance of the political
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structure of an emerging nation, such as Argentina, in determining its de-
gree of participation and its strategies in international debt markets. The
authors argue that the rationale for constructing this index of the true de-
gree of risk premium is that the polity structure of a country matters for the
conduct and outcome of the public debt phenomenon. This is particularly
the case if the country has—as in Argentina—a federal structure with a
significant struggle between the provinces and the federal government. The
authors argue that this index informs policymakers and investors about the
true country risk in federal countries where subsovereign entities are fis-
cally interdependent and potential time inconsistencies and sovereign
moral hazards are present. Della Paolera and Grandes show that their true
measure of country risk departs from the traditional typical sovereign risk
spread by 200 to 350 basis points as Argentina approached its 1890 finan-
cial crisis.

In “Related Lending: Manifest Looting or Good Governance? Lessons
from the Economic History of Mexico,” Noel Maurer and Stephen Haber
use Mexican historical data to analyze the extent to which banks lent to
related firms during the 18841910 period. This has become an important
question in modern economics, as scholars have tried to determine
whether managers channel bank resources to related firms. Maurer and
Haber argue that the dominant view among academics and policymakers
is that related lending, a widespread practice in most emerging nations,
should be discouraged, because it provides a mechanism through which
bankers can loot their own banks at the expense of minority shareholders
and depositors. The authors, however, take a different view, and argue that
neither looting nor credit misallocation are necessary outcomes of related
lending. According to them, related lending is the natural outcome of eco-
nomic, financial, and institutional structures that result in very high infor-
mation costs and contract enforcement costs. Maurer and Haber argue
that whether related lending encourages looting depends on the other in-
stitutions that support the banking system. According to them, a particu-
larly important factor is whether existing institutions give depositors and
minority shareholders incentives and mechanisms to monitor directors, as
well as incentives for directors to monitor other directors. On the basis of
their empirical analysis using Mexican data from the Porfiriato period, the
authors conclude that related lending does not need to be economically in-
efficient. They identify four conditions that would prevent related lending
from becoming a form of organized looting. First, banks must be well cap-
italized. Second, bank directors must have a substantial equity position in
their own banks. This gives them incentives to monitor one another. Third,
minority and outside shareholders must have their own money at risk. And
fourth, there should not be deposit insurance that covers one hundred per-
cent of deposits.

In “Sudden Stops and Currency Drops: A Historical Look,” Luis A. V.
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Catdo uses a data set for 1870 through 1913 to analyze the salient charac-
teristics of sudden stops of capital inflows to both core and periphery
countries. Catdo argues that the behavior of capital markets during the pe-
riod preceding World War I was remarkably similar to what we have ob-
served during the last two decades. The analysis focuses on four issues:
first, Catdo shows that during the period under study all main capital-
importing countries sporadically faced capital flow reversals. During these
reversal episodes the volume of capital flowing out amounted to approxi-
mately 4.5 percent of GDP, on average. Second, the analysis shows that
these sudden stop episodes affected both fixed and floating exchange rate
countries. Moreover, according to Catdo’s results, there were no significant
differences in sudden stops under the two regimes. Third, the results dis-
cussed in this paper show that most sudden stop episodes displayed signif-
icant cross-country synchronization. Moreover, they were all immediately
preceded by an increase in international interest rates. This important re-
sult provides some evidence for the existence of contagion during the late
nineteenth and early twentieth centuries. Fourth, Catao shows that not all
sudden stop episodes resulted in currency collapses: while some countries
did experience dramatic currency depreciations, others managed to pre-
serve exchange rate stability. According to the author, “these distinct re-
sponses are related to domestic factors that heightened the pro-cyclicality
of capital inflows and domestic absorption in some countries—notably in
Latin America and Southern Europe—relative to others.”

In “Establishing Credibility: The Role of Foreign Advisors in Chile’s
1955-1958 Stabilization Program,” Sebastian Edwards analyzes Chile’s ex-
perience with anti-inflationary policies in the mid-1950s. In 1955-1958
Chile implemented a stabilization package with the advice of the U.S. con-
sulting firm of Klein-Saks. At the time the program was put in place infla-
tion had reached the extremely high annual level (for that time) of 85 per-
cent. The policies adopted contradicted the newly dominant orthodoxy in
Latin America that associated inflation with structural problems. The
Klein-Saks program took place in a period of acute political confronta-
tion. After what was considered to be an initial success—inflation declined
to 38 percent in 1956, and was further reduced to 17 percent in 1957—the
program failed to achieve durable price stability. Edwards argues that
the foreign advisors of the Klein-Saks Mission gave initial credibility to the
stabilization program launched in 1955. According to him, these foreign
advisors played the role of independent, nonpartisan, technocratic ar-
biters. It was precisely because they were foreigners that they could rise
above the political fray and suggest a specific program, whose main com-
ponents were rapidly approved by a highly divided Congress. The fact that
the program was very similar to one proposed earlier by the government—
and that was rejected by Congress—underscores the view that, while locals
are suspect of being excessively partisan, foreigners are often (but not al-
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ways) seen as independent policy brokers. But providing initial credibility
was not enough to ensure success. In spite of supporting trade reform, for-
eign exchange rate reform, and the de-indexation of wages, Congress failed
to act decisively on the fiscal front. Consequently, the fiscal imbalances
that had plagued Chile for a long time were reduced but not eliminated.
In 1957, a sharp drop in the international price of copper—the country’s
main export—resulted in a major decline in fiscal revenue and an increase
in the fiscal deficit. The Mission recommended a series of belt-tightening
measures, but politicians had had enough of orthodoxy. No adjustment
was made, and inflationary expectations once again shifted for the worse.
Edwards presents empirical results on the evolution of inflation, exchange
rates, and interest rates that support his analysis.

Protectionism and Economic Performance

The last two chapters in the volume deal with protectionism and eco-
nomic performance, an issue that has been of great interest to Latin Amer-
ican scholars for a long time. Indeed, a number of analysts have argued that
Latin America’s mediocre growth and its historically unequal income dis-
tribution have been, at least in part, the result of pervasive protectionist
policies. In “Some Economic Effects of Closing the Economy: The Mexi-
can Experience in the Mid-Twentieth Century,” Gerardo Esquivel and
Graciela Marquez investigate the closing of the Mexican economy in the
mid-twentieth century and how it affected the Mexican economy. They are
particularly interested in understanding how protectionism affected the
economic structure, as well as conventionally defined economic perfor-
mance. In the first part of the chapter the authors describe the type of com-
mercial policies implemented in Mexico during the first part of the twenti-
eth century. The authors then use data from the Industrial Census for
1945-1965 to investigate the way in which these policies affected employ-
ment, wages, and the regional location of economic activity. Their results
provide support for the wage and employment implications of standard
international trade theory. An important finding, however, is that com-
mercial policy in Mexico during the mid-twentieth century does not appear
to have affected the geographical pattern of production. Esquivel and
Marquez reach this conclusion after having analyzed the evolution of a
“location index” and a “regionalization index.”

The final paper in the volume is “The Political Economy of Protec-
tionism: The Mexican Textile Industry, 1900-1950,” by Aurora G6émez-
Galvarriato. In this paper Gomez-Galvarriato uses microdata from a
textile mill in Mexico to analyze the evolution of prices, costs, and
productivity during a period of increasing protectionism. In order to have
a benchmark for comparison, Gémez-Galvarriato also analyzes the be-
havior of key data in textile mills in the United States, Great Britain, and
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Japan. What makes this analysis particularly interesting is that the data
come from the archives of one of the oldest textile firms in Mexico: the
Compaiiia Industrial Veracruzana S.A. (CIVSA). According to Goémez-
Galvarriato’s analysis, in 1911 CIVSA was quite efficient, and its levels of
productivity compared favorably with those in the United States and in the
United Kingdom. CIVSA’s productivity levels, however, did not increase
during the rest of the twentieth century. According to the author, this dis-
mal performance was not the result of a single factor; it was the conse-
quence of a complex confluence of policies and circumstances. At the time
of the Great Depression the different actors in this saga—unions, stock
owners, management, and the government—decided that maintaining the
status quo was the best way of dealing with the crisis. Subsequently, how-
ever, every effort to improve technology was opposed by unions and, to
some extent, by industrialists, who could do well as long as import tariffs
were sufficiently high. According to Gomez-Galvarriato the government
also benefited from this arrangement, as it could maintain a relatively
peaceful labor-relations regime in a sector that was considered to be polit-
ically very important.
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When Did Latin America
Fall Behind?

Leandro Prados de la Escosura

1.1 Introduction

When did Latin America fall behind, and has the gap between the de-
veloped countries and Latin America widened over time are recurrent
questions among economic historians. The idea of long-run relative de-
cline since independence has been favored in the literature (Bulmer-
Thomas 1994, 410), while it is widely accepted that the origins of modern
Latin American economic retardation are located in the nineteenth cen-
tury (Coatsworth 1993; Haber 1997). Coatsworth (1998) emphasizes that
Latin America fell behind between 1700 and 1900, while the gap with the
United States remained unchanged during the twentieth century. The evi-
dence on comparative real product per head, assembled by Pablo Astorga
and Valpy Fitzgerald (1998, 353), lends support to this view.!

Explanatory hypotheses for the early failure of Latin America empha-
size the initial colonial conditions. The radically different evolution of An-
glo and Latin Americas reflects the imposition of distinct metropolitan in-
stitutions on each colony (North 1990). Initial inequality of wealth, human
capital, and political power conditioned institutional design and, thus,

Leandro Prados de la Escosura is professor of economic history at Universidad Carlos III
de Madrid.

This essay was presented at the 2004 Inter-American Seminar on Economics sponsored by
the National Bureau of Economic Research and El Colegio de Mexico in México, DF. I am
grateful to the organizers, Sebastian Edwards, Gerardo Esquivel, and Graciela Marquez, to
its participants, and especially to my discussant, Luis Felipe Lopez Calva, for their remarks
and suggestions. Useful comments by Pablo Astorga, Luis Bértola, Joan Rosés, and two
anonymous referees are acknowledged. The usual disclaimer applies.

1. In a recent paper, however, Astorga, Bergés, and Fitzgerald (2005) stress that the per
capita income trend for a sample of thirteen countries diverged from that of the United States
in the second half of the twentieth century.
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poor performance in Latin America relative to the United States (Enger-
man and Sokoloff 1997). Latin America’s fate could thus be explained with
Acemoglu, Johnson, and Robinson’s (2002) “reversal of fortune” theory:
in areas of relative affluence, with abundant population, such as Meso-
America and the Andes, Europeans established “extractive institutions,”
with political power concentrated in the hands of an elite, as the most effi-
cient choice—in spite of its long-term negative effects on growth. While in
poor, less densely populated areas, Europeans settled in large numbers and
developed their own institutions that encouraged investment and growth.?

Another view stresses the role of colonial independence in modern Latin
America’s destiny. The break with colonial rule destroyed institutions that
provided credible commitments to rights and property within the Spanish
empire and, as a result, widespread turmoil, violence, and political insta-
bility took place after independence, with the consequence of sluggish eco-
nomic growth (North, Summerhill, and Weingast 2000). Views from the
Dependencia school concur. The failure to achieve sustained and balanced
growth in the new republics over the nineteenth century resulted from the
persistence of colonial heritage (Frank 1967; Stanley and Barbara Stein
1970). Dependentists saw the opening to the international economy as a
cause of increasing inequality across and within countries, stressing the
role of the terms of trade in Latin American retardation by shifting re-
sources to primary production (Singer 1950) and by provoking immiseriz-
ing growth (Prebisch 1950).

Interpretations of Latin America’s early backwardness rest on a long-
run comparison with the United States. It must be pointed out, however,
that most countries, including those of Western Europe, fell behind over
the nineteenth century when measured by American standards (Maddison
2003; Prados de la Escosura 2000). Moreover, the claim that Latin Amer-
ica’s relative position to the United States remained mostly unaltered dur-
ing the twentieth century, as proof that her economic retardation occurred
in the nineteenth century (Astorga and Fitzgerald 1998; Coatsworth 1998)
is at odds with the post-1950 catching-up experience in large areas of the
periphery (southern Europe, southeast Asia), in which the gap with the
United States in income per head was significantly reduced. The United
States appears, therefore, a questionable yardstick to assess Latin Amer-
ica’s economic performance.?

Whether Latin America fell behind in the late twentieth century or in the

2. A forerunner of this view is Stanley and Barbara Stein’s (1970, 128) counterfactual ar-
gument: “had the Englishmen found a dense and highly organized Amerindian population,
the history of what is called the United States would record the development of a stratified,
bi-racial, very different society.”

3. The U.S. exceptionalism was emphasized by Stanley and Barbara Stein (1970, 128): “the
existence of a huge, under-populated virgin land of extraordinary resource endowment di-
rectly facing Europe and enjoying a climate comparable to that of Europe represented a po-
tentiality for development which existed nowhere else in the New World.”
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early nineteenth century has important consequences for the ongoing de-
bate on its causes. If her backwardness originated in the decades after inde-
pendence, institutional and factor endowments differences with the United
States and western Europe are relevant to provide an explanation. If, how-
ever, her retardation occurred in the late twentieth century, discrepancies
between Latin and British Americas during the colonial and the post-
independence periods become secondary to exploring what went wrong in
Latin America during the phase of widespread catching up to the developed
countries in regions of the periphery (southern Europe, East Asia). Expla-
nations that emphasize the cost of inward-looking policies, macroeconomic
instability, and poor contract enforcement would then come to the fore.*

My purpose in this paper is to reexamine the timing of Latin America’s eco-
nomic retardation—first, by using a more representative comparator, such as
a group of countries included under the OECD acronym, and second, by
resorting to the tools employed in the inequality literature.® Interestingly, in
their pioneering contribution, Bourguignon and Morrisson (2002, 738) did
not discuss the case of Latin America, “because its economic growth over the
last two centuries has roughly coincided with the world average.”®

Among the main findings of the paper that can be highlighted are that,
contrary to widespread belief, it was during the late twentieth century
when Latin America fell behind more dramatically. A long-term rise in real
average per capita income inequality is found for a large sample of coun-
tries encompassing most of Europe, the Americas, and Oceania. The rise
in intercountry inequality resulted from the widening gap between the
OECD countries and Latin America, as opposed to the reduction in in-
come differences within each of these country groups. As a result, polar-
ization emerged.

This chapter is organized as follows: section 1.2 compares per capita in-
come levels and growth rates. Section 1.3 presents new measures of long-
run intercountry economic inequality that can be decomposed into the
underlying changes within and across regions’ inequality. When did Latin
America fall behind is re-assessed in the concluding section.

1.2 Real Income Trends

In international comparisons, dissatisfaction with nominal income (that
is, GDP per head in national currency converted into a common currency,

4. Such as those proposed, among others, by Cardoso and Fishlow (1992), Edwards (1995),
de Gregorio (1992), and Taylor (1998).

5. I describe OECD, for short, as a sample of today’s advanced nations from Europe, the
so-called “areas of new settlement” or Maddison’s (2003) “European offshoots” (Australia,
Canada, and New Zealand), the United States, and Japan.

6. No systematic assessments of international inequality over the long run exist other than
Bourguignon and Morrisson’s (2002) and Lindert and Williamson’s (2003) contributions.
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using the trading exchange rate) has led to an almost generalized use of real
income (the conversion of per capita income into a common currency is
carried out with a purchasing power parity [PPP] exchange rate).” Unfor-
tunately, the construction of PPP converters involves high costs in terms of
time and resources. Only PPPs for a restricted country sample that does
not include any of Latin America have been constructed for earlier periods,
and most of them for output components.®

An indirect method to derive historical estimates of real income levels
for a large sample of countries is the backward projection of PPP-adjusted
GDP per capita for a recent benchmark with volume indices (or growth
rates) of product per head derived from national accounts data.’ It is worth
noting that fixed-base real (PPP-adjusted) product data represent a most
convenient alternative to carrying out painstaking direct comparisons
across space and time, and have the presentation advantage that their
growth rates are identical to those calculated from national accounts.!'”
Alas, a distant PPP benchmark introduces distortions in intertemporal
comparisons, since its validity depends on how stable the basket of goods
and services used to construct the original PPP converters remains over
time. As growth occurs over time the composition of output, consumption,
and relative prices all vary, and the economic meaning of comparing real
product per head based upon remote PPPs becomes entirely questionable.
Hence, using a single PPP benchmark for long-run comparisons implies
the hardly realistic assumption that no changes in relative prices (and
hence, no technological change) takes place over time.

7. Empirical evidence gathered in recent years strongly rejects the conventional results ob-
tained through the trading exchange rate converter (Summers and Heston 1991, van Ark
1993). Trading exchange rates only reflect the purchasing power of goods traded internation-
ally, and are influenced by capital movements, exchange controls, and speculation (Maddison
1995, 162). In other words, foreign exchange rates do not measure relative price levels and do
not move with them over time (Ahmad 1998).

8. In addition to O’Brien and Keyder’s (1978) and Fremdling’s (1991) PPP computations
for commodity output, there are sectoral PPP estimates: for agriculture, Luiten van Zanden
(1991) and O’Brien and Prados de la Escosura (1992), and for manufacturing, Broadberry
and Fremdling (1990), Broadberry (1994, 1997), Burger (1997), and Dormois and Bardini
(1995). Exceptionally, Williamson (1995) used an income approach. Recently, Ward and De-
vereux (2003a, 2003b) have accepted the challenge to build direct PPP estimates from the ex-
penditure side for twelve western economies at five benchmarks (1872, 1884, 1905, 1930, and
1950).

9. Maddison’s (2003) 1990 Geary-Khamis dollar estimates provide the best example.

10. A significant strand of the literature defends the view that the best estimates of growth
rates are those obtained from national accounts (Bhagwati and Hansen 1973; Isenman 1980;
Kravis and Lipsey 1991; Maddison 1991, 1995) on the grounds that “using domestic prices to
measure growth rates is more reliable, because those prices characterize the trade offs faced
by the decision making agents” (Nuxoll 1994, 1423). Kravis and Lipsey (1991, 458) argued
that growth rates derived from domestic prices were preferable because the basket of goods
used “reflected the preferences of purchasers of final product in one of the years being com-
pared.”
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Since PPP exchange rates were not computed directly for Latin Ameri-
can countries in 1990 (Maddison 1995, 2001), I have resorted to a set of
own-country weights (Paasche) PPP direct computations by the Economic
Commission for Latin America (ECLA) for 1960, never used before in his-
torical studies, which provides a wider spatial coverage. The commodity
basket included 261 consumption goods and 113 investment goods for cap-
ital cities in nineteen Latin American countries and the United States
(Houston and Los Angeles). Prices were collected in 1960—-62. Quantity
expenditure weights for a Latin American average and the United States in
1960 were used (ECLA 1968; Stanley Braithwaite 1968).!" Alternatively,
Geary-Khamis PPPs, derived by the UN’s International Comparisons
Project (ICP), could have been used for most Latin American countries in
19802 (and for all in 1996).!* There are two reasons for the choice of the
1960 benchmark: (a) in absence of current price PPP-adjusted GDP levels,
real income at 1960 U.S. prices provides an intermediate year for the time
span considered that it is preferable to the use of a benchmark year for the
end of the twentieth century,'* and (b) GDP volume series expressed in U.S.
relative prices (derived with Paasche PPPs) facilitate the comparison with
available OECD countries’ real (PPP-adjusted) income per head, ex-
pressed in U.S. relative prices (Prados de la Escosura 2000). A set of real
product per head estimates, which includes Europe, the Americas, Ocea-
nia, and Japan, has been constructed at 1960 U.S. relative prices by pro-
jecting backward with volume indices the benchmarks for Latin America
(ECLA 1968) and my own one for OECD countries (Prados de la Escosura
2000).'

Figure 1.1 and table 1.1 present trends in population-weighted measures
of real GDP per head in Latin America and OECD over one and a half cen-
turies for different country samples in which time and spatial coverage are
inversely related, so the lengthier the time span covered the lower the num-
ber of countries comprised in the sample. Hence, the figures for wider cov-

11. PPPs in ECLA (1960) appear, thus, to be superior in country coverage but not in com-
modity coverage to Program of Joint Studies on Latin American Economic Integration and
Development (ECIEL) benchmark estimates for 1970 and 1975 (Salazar-Carrillo 1983;
Salazar-Carrillo and Tirado de Alonso 1988; Salazar-Carrillo and Prasada Rao 1988).

12. I have replicated the whole exercise presented here at 1980 international prices with no
major discrepancies in the results, except for the fact that relative levels of Latin America’s per
capita GDP in terms of OECD average are significantly higher when expressed in 1980 inter-
national dollars.

13. It is worth noting that the 1970 benchmark, originally published by CEPAL (the Span-
ish acronym of ECLA; 1978) and used in Astorga, Bergés, and Fitzgerald (2005), is just a pro-
jection of the 1960 benchmark levels with each Latin American country’s inflation differen-
tial to the United States.

14. I am currently preparing new shortcut current price estimates of real/ income (at U.S. rel-
ative prices) for Latin America.

15. The sources for the volume indices of GDP per head are provided in appendix A.
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Fig. 1.1 Real per capita GDP in Latin America, the OECD, and the United States
(1960 U.S. relative prices)

erage in table 1.1 (columns in bold) should be preferred.!® Some main fea-
tures of historical performance in Latin America can be pointed out. In the
first place, the origins of modern economic growth, as defined by a sus-
tained increase in output per person, can be traced back at least to the mid-
nineteenth century. Latin America appears to have experienced a sus-
tained and gradual growth over one and a half century, a trend only broken
during the 1890s, the Great Depression, and, especially, the 1980s crisis, in
which per capita GDP multiplied by 8.5 times.

Alas, only scant quantitative evidence exists for the early nineteenth cen-
tury. Growth rates varied substantially across Latin America. Mexico
seems to have experienced a decline in per capita income during the period
of independence and a very mild recovery between the 1820s and mid-
nineteenth century (Coatsworth 1989, 2003; Salvucci 1997), and the fate of
Peru was probably similar (Quiroz 1993), while Brazil appears to have
experienced stagnation (Leff 1982) and, perhaps, also Colombia
(Kalmanovitz 2005; Jaramillo Uribe, Meisel, and Urrutia 2001). A long-
run improvement in income per head occurred in Cuba until 1860 (Fraile,
Salvucci, and Salvucci 1993; Santamaria 2005), Venezuela (Baptista 1997),
Chile (Diaz, Liiders, and Wagner 1998), and it can be guessed, also in the

16. The data in figure 1.1 correspond to roughly decadal benchmarks in order to facilitate
its reading. Table 1.1 presents all the available benchmarks.
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River Plate (Newland 1998; Newland and Poulson 1998).!” On the whole,
and if the fragmented evidence and conjectures for each country are
weighted by its population, it can be hypothesized that, once independence
was completed, moderate per capita income growth (below 0.5 percent per
year) took place between the 1820s and mid-nineteenth century. If we ac-
cept these conjectures, it could be hypothesized that real per capita income
multiplied by 10 between 1820 and 2000.

In table 1.2 growth rates are presented for different aggregates of Latin
American countries; fortunately, the picture they offer of Latin America’s
long-run performance appears quite robust. After a slow start, Latin
America grew significantly during the three decades following 1860 and,
after the 1890s slowdown, growth accelerated in the early years of the twen-
tieth century up to World War I. A comparison with the advanced coun-
tries shows that Latin America experienced faster growth than the OECD
group in the 1880s and from 1900 to 1913. Latin America’s output per head
slowed down during World War I and reached a halt in the years of the
Great Depression, but its comparative performance was not dissimilar
from that of OECD countries during the interwar years. After the Depres-
sion, Latin America enjoyed its fastest phase of growth, which lasted more
than four decades (1938-80). Its rate of growth remained, however, below
that of OECD countries, and only exhibited a better performance in the
1970s. As for the “Golden Age” (1950-73), Latin America only managed to
match the U.S. growth rate, but was way behind that of the OECD group.
The 1980s represented a major break in the long-run performance of Latin
America that the sluggish growth of the 1990s failed to offset. On the
whole, the last two decades of the twentieth century offer the poorest rela-
tive economic record in the last one hundred and fifty years of Latin Amer-
ican history.

To sum up, during the decades after independence Latin America expe-
rienced moderate economic growth that fell short of that achieved by a
small group of rich countries. Latin America then kept pace with the
growth of the advanced countries’ club throughout the period 1860-1938.
The second half of the twentieth century represents, in turn, a phase of
relative decline that was exacerbated in its last twenty years. In an

17. For Venezuela, Baptista (1997) estimates indicate an annual compound rate of 2.2 per-
cent for real income per head between 1831-35 and 1851-55. As for Cuba, figures suggested
by Fraile, Linda and Richard Salvucci (1993), and Santamaria (2005) allow us to suggest that
per capita GDP grew at 0.6 percent per year between 1830 and 1850. In the case of Chile,
Diaz, Liders, and Wagner (1998) figures suggest that real output per head grew at 1.4 percent
between 1820 and 1850. In turn, Argentina’s littoral agricultural output per head grew at 2
percent per year over 1825-1865 (Newland and Poulson 1998; Newland 1998). Assuming that
this sector was representative of the littoral economy as a whole, and that no per capita
growth occurred in Argentina’s interior provinces, an overall rate of growth of 0.8 percent
would result for per capita GDP. It could reasonably be assumed that Uruguay evolved as did
Argentina. As regards Mexico, a mild rise in GDP per capita at 0.2 percent per year over the
period 182045 is suggested by Coatsworth (2003).
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increasingly globalized world, in which access to the latest technological
vintage depends upon a country’s social capability, Latin American per-
formance appears especially disappointing. The cases of southern Europe
and, more recently, of southeast Asian nations provide a most interesting
counterpoint. Starting from lower levels of GDP per head and, subse-
quently, with a poorer endowment of human and physical capital, a faster
growth rate could, ceteris paribus, have been expected. However, only in
the 1880s, 190013, and in the 1970s, did Latin America grow above the
OECD average (and the United States).

Decomposing per capita GDP growth using identity (I) provides a more
accurate description of Latin American slowdown in the late twentieth
century. If low case represents annual rates of variation, per capita income
growth can be broke down into the addition of the rates of variation of
output per economically active population (EAP), of the activity rate (the
EAP ratio to population ages 15 to 64, or potentially active population
[PAP]), and of the share of PAP in total population.

y eap . pap

1 =—+ -
M Ire eap pap population

In the 1950s and 1960s, labor productivity overcame per capita GDP
growth, making for a declining activity rate and a higher dependency rate
(the ratio of population below 15 and above 65 to PAP; table 1.3). Since the
1970s, however, labor productivity lagged behind GDP per head growth
but was offset by the rise in the activity rate and by the demographic gift of
an increasing share of potentially active population, that, from 1980 on-
ward, constituted the only basis for rising per capita income. The increase
in the activity rate was related to the reduction of unemployment and, es-
pecially during the nineties, to the incorporation of women into the labor
force (Astorga, Bergés, and Fitzgerald 2003, 35).

A further decomposition of labor productivity into physical and human
capital per worker and total factor productivity (TFP) is necessary to un-

Table 1.3 Per capita GDP growth and its components in Latin America (%; annual
logarithmic growth rates)

Per capita GDP GDP per EAP EAP/PAP PAP/Population

1950-1960 1.9 2.5 -0.2 -0.3
1960-1970 2.8 3.5 -0.3 —0.1
1970-1980 3.0 1.9 0.5 0.4
1980-1990 -0.7 -1.0 0.0 0.6
1990-2000 1.4 -0.3 0.6 0.6

Sources: See appendix A.
Notes: EAP = economically active population; PAP = potentially active population, that is,
population ages 15 to 64.
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Fig. 1.2 Relative real per capita GDP in Latin America: 4, OECD = 1; 1960 U.S.
relative prices; B, U.S. = 1; 1960 U.S. relative prices)

derstand the slowing down in workers’ efficiency. For the 1980-2000 pe-
riod, Astorga, Bergés, and Fitzgerald (2003, 34) suggest an average decline
in TFP growth together with a deepening fall in capital. A more benign
view of TFP growth is offered by André Hofman (2001), who points out
that the decline in labor productivity reflects a “strong increase” in labor
inputs.'®

So far, the focus of attention has been on Latin America as a whole (fig-
ure 1.2), but the region comprises a heterogeneous group of countries that
exhibit substantial discrepancies in their factor endowments and long-run
performance. The fact that most economic historians only focus their re-
search on a country or just one of its regions supports the case. Latin
America as a whole is, however, what scholars see from the outside and,
therefore, remains a valid concept once allowance is made for the wide dis-
persion in terms of performance and policies.

Growth rates in per capita GDP for major Latin American countries at
roughly decadal benchmarks are presented since 1850 in table 1.4. The
high variance of growth rates across countries and across different periods
is worth highlighting. Argentina, Chile, and Mexico’s income per head
grew above Latin America’s average between 1870 and 1913, while Brazil,
Colombia, Peru, and Venezuela achieved it during 1913-38. On the whole,

18. Also, Fajnzylber and Lederman (2000) and Hofman (2000) found a negative TFP
growth in the 1980s.
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during the early phase of modern economic growth Colombia, Peru,
Venezuela, and, to a lesser extent, Argentina grew above the region’s aver-
age. In the second phase of sustained expansion (1938-80), Mexico and
especially Brazil emerge above the average, while Chile stands alone as the
best performer in the last two decades of the twentieth century. As coun-
tries starting from lower income levels (Colombia, Peru, Venezuela) have
grown faster than average, while richer countries (Uruguay, Argentina)
have grown at a slower pace over the long run, a pattern of convergence
among Latin American nations has been building up over time (see figure
1.3). It is worth noticing that the southern cone countries, and Argentina,
in particular, conditioned divergence and convergence trends within the re-
gion. In the pre-World War I era Argentina’s economic success determined
per capita income divergence across countries. Conversely, Argentina’s
slowing down from 1914 onward is behind the process of convergence ob-
served during the twentieth century.

The comparison with other regions or countries allows us to place Latin
America’s achievements into an international perspective. But, which is
the adequate yardstick to assess Latin America’s success or failure? Usu-
ally Latin America is examined in the U.S. mirror, and widespread inter-
pretations of early failure and moderate success in the twentieth century
are derived that way. However, even western European economies fell be-
hind relative to the United States over the nineteenth century (Prados de la
Escosura 2000). Moreover, the fact that Latin America’s relative position
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Fig. 1.3 Real per capita GDP in Latin American countries (1960 U.S.
relative prices)

to the United States remained mostly unaltered during the twentieth cen-
tury seems at odds with the catching-up experience in large areas of the pe-
riphery. Southern Europe and southeast Asia reduced their gap with the
United States significantly after 1950 (Maddison 2003), whereas Latin
America only grew faster than the United States in the 1970s. The United
States represents, therefore, a questionable yardstick. Thus, alongside the
U.S. yardstick, I propose to use a more comprehensive one, the group of
advanced countries from the Old and New World that are today part of the
OECD.”

Figure 1.3 and table 1.5 compare the evolution of population-weighted
averages of per capita incomes in Latin America and the OECD for differ-
ent country samples, and the results tend to be robust. Two phases can be
depicted. The first one, between mid-nineteenth and mid-twentieth cen-
tury, shows for Latin America a rather stable relative position, around 30
percent of OECD income per head. A second phase covers the late twenti-
eth century, in which in spite of sustained growth a decline in Latin Amer-
ica’s relative position occurred, with the exception of the slight recovery of
the 1970s. The fall in the 1980s appears particularly intense, from which

19. This sample includes countries that belonged to the European periphery but that today
are part of the core, such as Italy, Ireland, or Spain.
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Table 1.5 Relative per capita GDP in Latin America and the OECD (OECD = 1)
RLAS RLA6 RLA7 RLA10 RLA15 RLA20

1820 0.40

1830 0.36

1840 0.34

1850 0.32 0.34 0.34

1860 0.27 0.32 0.29

1870 0.27 0.31 0.29

1880 0.26 0.31 0.29

1890 0.29 0.31 0.32

1900 0.25 0.26 0.27 0.28

1913 0.29 0.32 0.31 0.32 0.31

1925 0.28 0.31 0.31 0.32 0.32

1929 0.27 0.31 0.30 0.32 0.31

1933 0.28 0.32 0.31 0.32 0.32

1938 0.27 0.30 0.30 0.31 0.31

1950 0.22 0.25 0.26 0.30 0.29 0.28

1955 0.21 0.23 0.24 0.27 0.26 0.26

1960 0.21 0.22 0.24 0.26 0.25 0.24

1965 0.20 0.21 0.23 0.24 0.23 0.22

1970 0.21 0.21 0.23 0.23 0.22 0.21

1975 0.23 0.23 0.25 0.24 0.23 0.23

1980 0.24 0.23 0.25 0.24 0.23 0.22

1985 0.20 0.19 0.21 0.20 0.19 0.19

1990 0.18 0.17 0.19 0.17 0.17 0.16

1995 0.19 0.18 0.19 0.18 0.17 0.17

2000 0.18 0.17 0.18 0.17 0.16 0.16

Sources: See appendix A.

Notes: Numbers in italics are based on estimates for most countries. See text for explanation.
RLAS5=LAS5:OECD7;RLA6 = LA6: OECDI10; RLA7 =LA7:OECDI14;RLA10=LA10:
OECD20; RLA15=LA15: OECD21;and RLA20 = LA20: OECD21. See table 1.1 notes for
explanations of abbreviations not listed here.

Latin America had not recovered by 2000, when her average income per
head relative to OECD was practically half the share it represented in 1950.

When, instead, the comparison is carried out with the United States (fig-
ure 1.3 and table 1.6), a decline is observed between 1850 and 1870 (from
36 to 27 percent of the U.S. GDP per head), followed up to 1938 by stabil-
ity—around one-fourth of the U.S. per capita income. A two-step decline,
in 1938-50 and the 1980s, reduced Latin American GDP per head relative
to the United States by the end of the twentieth century to just halfits share
in 1938. These results do not warrant, therefore, the widely held view of
Latin America’s relative stability in terms of U.S. income throughout the
twentieth century.

And what can be conjectured about Latin America’s relative position in
the early nineteenth century? The outcome is highly sensitive to the inclu-
sion of Coatsworth’s (1989, 2003) guesstimates about Mexican perfor-
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Table 1.6 Relative per capita GDP in Latin America and the United States

US.=1)

RLAS RLA6 RLA7 RLAI10 RLAIS RLA20

1820 0.53
1830 0.41
1840 0.37
1850 0.37 0.37 0.36
1860 0.30 0.33 0.30
1870 0.28 0.29 0.27
1880 0.25 0.27 0.24
1890 0.29 0.28 0.28
1900 0.24 0.23 0.24 0.22
1913 0.26 0.27 0.26 0.24 0.23
1925 0.25 0.25 0.25 0.23 0.23
1929 0.24 0.25 0.24 0.23 0.22
1933 0.28 0.29 0.28 0.27 0.26
1938 0.25 0.26 0.25 0.24 0.23
1950 0.18 0.18 0.18 0.17 0.17 0.17
1955 0.17 0.17 0.18 0.17 0.17 0.16
1960 0.18 0.18 0.19 0.18 0.17 0.17
1965 0.18 0.17 0.18 0.17 0.17 0.16
1970 0.19 0.18 0.19 0.18 0.17 0.17
1975 0.21 0.20 0.21 0.19 0.19 0.18
1980 0.21 0.20 0.21 0.19 0.19 0.18
1985 0.18 0.17 0.17 0.16 0.16 0.15
1990 0.16 0.15 0.16 0.15 0.14 0.14
1995 0.17 0.16 0.16 0.15 0.15 0.14
2000 0.16 0.14 0.15 0.14 0.14 0.13

Sources: See appendix A.

Notes: Numbers in italics are based on estimates for most countries. See text for explanation.
See tables 1.5 and 1.1 for explanations of abbreviations.

mance. Thus, population-weighted average income per head in Latin
America might have fallen from around half (53 percent) the U.S. income
in 1820 to above one third (37 percent) between 1820 and 1850 when a large
country as Mexico is taken on board. If, alternatively, Mexico is not con-
sidered, a milder contraction appears between 1830 and 1850: from 41 to
37 percent of OECD income. Hence, a significant decline in the relative po-
sition of Latin America can be posited only if we accept Coatsworth’s con-
jectures on Mexico’s per capita income. The question, then, remains open
until further research is carried out for Brazil and Mexico, the largest coun-
tries that decisively condition the aggregate results for Latin America.
Latin America’s position relative to the OECD group per capita income
is decomposed in table 1.7. It can be noticed that labor productivity sys-
tematically reaches higher relative levels than GDP per head as a conse-
quence of a lower share of population in working age, which results from
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Table 1.8 Dependency rates in Latin America: A comparison with OECD countries
Dependency rates Relative dependency rates

LA4 LAS LA9 LA20 RLA4 RLA5 RLA9 RLA20
1850
1860
1870
1880
1890
1900 0.634 1.02
1913 0.745 0.746 1.22 1.22
1925 0.702 0.706 1.31 1.32
1929 0.699 0.702 1.29 1.30
1933 0.700 0.704 1.33 1.34
1938 0.708 0.711 0.750 1.40 1.41 1.48
1950 0.734 0.739 0.777 0.780 1.35 1.36 1.43 1.44
1955 0.774 0.782 0.777 0.785 1.38 1.40 1.39 1.40
1960 0.822 0.830 0.836 0.842 1.40 1.42 143 1.44
1965 0.857 0.863 0.823 0.834 1.49 1.50 1.43 1.45
1970 0.879 0.883 0.857 0.864 1.55 1.56 1.51 1.52
1975 0.834 0.837 0.790 0.804 1.52 1.53 1.44 1.46
1980 0.783 0.784 0.782 0.792 1.51 1.51 1.51 1.53
1985 0.732 0.733 0.698 0.719 1.50 1.50 1.43 1.47
1990 0.699 0.701 0.674 0.694 1.44 1.44 1.38 1.43

Sources: See appendix A.
Note: See tables 1.5 and 1.1 for explanations of abbreviations.

higher dependency rates, and from a lower activity rate (a feature related
to a lower female participation in the labor force). The persistence of high
dependency rates in Latin America (table 1.8) hints at the lack of incentives
to reduce fertility and to the weak demand of human capital that helped to
bring about the demographic transition in OECD countries (Galor 2004).

In sum, modern Latin America experienced sustained growth since the
second quarter of the nineteenth century—only brought to a halt during
the 1890s, the Great Depression, and, overall, the 1980s. Growth was ac-
companied by relative backwardness, in particular during the second half
of the twentieth century, and especially since 1980. It is true that Latin
America fell behind in the early years of independence if she is compared
to the core’s richest countries, but in order to understand Latin America’s
long-run economic retardation, the late twentieth century appears a more
suitable period to be explored than early independence years.

1.3 Long-Run Intercountry Inequality

A more rigorous assessment of intercountry average income inequality
for the large country sample considered, which encompasses most of Eu-
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rope, the Americas, and Oceania, can be obtained with the comprehensive
measures provided by entropy decomposable indices. Was inequality sig-
nificantly larger in 2000 than in 1850? Can different phases be distin-
guished in inequality over time, or, as suggested by Bourguignon and Mor-
rison (2002), for the world, was there a sustained rise in inequality up to
1950 that tended to stabilize thereafter? Did the widening gap between
OECD countries (the core) and Latin America (the periphery) discussed in
the previous section contribute to the rise in long-term inequality? All are
pressing questions that deserve a response.

All measures of inequality between OECD and Latin American coun-
tries are simultaneously provided for alternative sets of countries that al-
lows us to test the sensitivity of the results to changes in their national com-
position.?’ Only countries for which data on GDP actually exists are in the
sample. Needless to say, the quality and coverage of the estimates show a
large variance, and usually fall as one goes back in time.?!

Population-weighted, MLD (mean logarithmic deviation), and income-
weighted, Theil measures of inequality?? are obtained as

) MLD, =Y ln(%>

5) Theil, = 3 ln(§>,
with p,and y, representing the shares of country iin total (OECD and Latin
America) population and GDP.

The detailed results for the alternative country samples of OECD
and Latin American countries are presented in the appendix (tables
1A.1-1A.4). In addition to inequality levels, yearly rates of inequality re-
duction—in other words, the speed at which inequality falls (positive sign)
or rises (negative sign)—are shown at the bottom of each table.

A rise in per capita income inequality over the long run is observed for
all the alternative Latin America and OECD countries sets (at an annual
rate of around 1 percent over 1850-2000). It can be noticed that when mea-
sured with the MLD index, which gives more weight to changes at the bot-
tom of the distribution, a larger inequality increase and level is obtained.

20. The more comprehensive country the sample, the shorter its time span. The countries
included in each group for real income inequality estimates are listed at the bottom of tables
1A.1-1A 4.

21. But neither heroic assumptions are introduced in an attempt to widen the geographical
coverage of the sample, nor imaginative solutions for missing countries, such as assuming
identical levels of income or growth rates as their neighbors, are employed.

22. Mean Logarithmic Deviation (MLD) is also known as Bourguignon’s L, Theil’s
population-weighted index, and GE(0). Theil is short for Theil’s income weighted index
of inequality, also known as GE(1).
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Fig. 1.4 Inter-country inequality of real per capita GDP in Latin America and the
OECD: 4, MLD indices; B, Theil indices

Moreover, the more comprehensive the country coverage, the deeper the
inequality (figure 1.4).%

Two breaks in 1938 and 1980 allow us to identify three distinctive phases
in the evolution of intercountry inequality. After a rapid increase in in-

23. Alternative MLD and Theil indices are computed for country samples starting at differ-
ent dates; thus, MLD1870 means that the computed MLD index covers the period from 1870
to 2000.
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equality during 1850-70, it rose at a steady pace up to 1938, in which
episodes of shrinking inequality took place in the 1880s and the 1930s. The
disruption brought about by World War II provoked a dramatic upsurge in
inequality, and although it fell during the following three decades, its level
remained high. A major rise occurred again with the 1980s debt crisis in
Latin America, which reached up to the end of the twentieth century. In-
equality shifted upward during 1938-50 and in the 1980s at yearly rates of
4.8 and 3.2 percent, reaching levels of 0.24 and 0.36 for MLD in 1950 and
1990, respectively. It is worth recalling that it is in these two periods when
the gap in per capita income widened between Latin America and the
OECD group.

The nineteenth and twentieth centuries witnessed population and GDP
growth that proceeded with different intensity across different countries.
To what extent did the variance in their rates of growth have an impact on
income inequality? I have simulated the yearly rates at which, other things
being equal, inequality would have fallen if all countries in the sample had
enjoyed identical population (or per capita income) growth. The actual
way of carrying out the simulation was to compute weighted inequality
measures in which, ceteris paribus, population (or per capita income) re-
mained unchanged over each epoch. This amounts to allocating identical
growth rates to population (or per capita income) for all countries in the
sample. The simulation exercise has been carried out for each of the three
epochs established in the evolution of inequality: 1870-1938, 1938-80, and
1980-2000.

Table 1.9 offers the results of simulating what would have happened in
our country sample had the variance of population (or income) growth
been zero. Without a significant variance in population and per capita in-
come growth, the rise in inequality would have been larger over 1870-1938.
During 1938-80, the variance in per capita GDP growth prevented a larger
rise in inequality, while the population growth variance contributed to in-
creasing it. Both population and per capita income growth differentials
had a part in inequality shifting upward during the last two decades of the
twentieth century.

A glance at the simulations for OECD countries (table 1.10) shows that
per capita income catching up was a main instrument in the decline in in-
tercountry inequality, especially during the Golden Age. Prior to World
War I, discrepancies in population growth mattered for the decline in in-
equality, suggesting that higher fertility and dependency rates in the New
World might have contributed to checking inequality during the first phase
of globalization.

When we focus on simulations for Latin America (table 1.11) it emerges
that, over 1870-1913, differences in the pace of per capita GDP growth
across the region contributed to rising inequality, associated to the eco-
nomic progress in the areas of new settlement (Argentina and Uruguay),
while discrepancies in population growth (in which immigration mattered)
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prevented a larger increase. During most of the twentieth century (1913—
80) differences in economic growth contributed to reducing inequality, as
a local process of convergence among Latin American countries was tak-
ing place (as the southern cone and, especially, Argentina, was experienc-
ing a relative decline). After 1980, discrepancies in growth contributed to
an increase in inequality, as not all countries reacted similarly after the debt
crisis.

In sum, differentials in population growth, mostly stemming from Latin
America’s late demographic transition, represented an obstacle to reduc-
ing inequality in the OECD and Latin America country sample over 1938-
2000. Such a finding is in conflict with Bourguignon and Morrison’s (2002)
contention that population growth rates are not associated with significant
changes in world income distribution. In turn, differences in economic
growth rates within Latin America help explain local convergence over
1913-80.

Another way to look at inequality trends is to decompose OECD and
Latin American weighted inequality into the share attributable to distri-
bution changes within each region and the share that stems from differ-
ences among regions. I have followed Theil (1979, 1989) in decomposing
aggregate inequality into within-regions and between-regions inequality.
Within-regions inequality is obtained by adding up the results of weight-
ing each region’s inequality measure by its population share, in the case of
MLD, and by its income share in the case of Theil. Between-regions in-
equality is, then, obtained as the difference between total (OECD and
Latin America) inequality and the computed within-regions inequality.

In figure 1.5 one can observe that in within-regions inequality a moder-
ate rise occurred in MLD up to 1929, while a slight decline happened in the
case of Theil, followed in both cases by the dramatic rise up to 1950 and a
decline during the Golden Age that led to stability for the rest of the cen-
tury (although a rise since 1990 is noticeable for MLD). Figure 1.6 shows,
in turn, that between-regions inequality—that is, between OECD coun-
tries and Latin America—is a smoothed replica of total inequality for both
MLD and Theil. It appears, then, that the main element underlying the ob-
served increase in overall inequality was the deepening gap between
OECD countries and Latin America.

When inequality within each region is examined, OECD countries ex-
hibit (figure 1.7) a sustained decline in inequality since 1870, only inter-
rupted by the upsurge resulting from World War II and its aftermath, and
shadows closely the trend in within-regions inequality. Actually, when
viewed in the long run, the inequality decline during the Golden Age is to
a large extent the recovery of the level achieved prior to World War I1.

Two clear trends emerged in inequality within Latin America (figure
1.8): a steep rise prior to 1914, followed by a sustained decline thereafter
that seems to reverse since 1990, with the final result of similar levels of in-
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Fig. 1.5 Within-regions inequality of real per capita GDP in Latin America and
the OECD: A, MLD indices; B, Theil indices
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Fig. 1.6 Between-regions inequality of real per capita GDP in Latin America and
the OECD: A, MLD indices; B, Theil indices
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equality levels to those prevailing by mid-nineteenth century. Inequality
across Latin American countries increased during the first phase of glob-
alization, as countries reacted very differently, depending on their expo-
sure to international commodity and factor movements. Argentina’s eco-
nomic success determined per capita income divergence across countries.
Deglobalization in the interwar years spawned a reduction in across-
country inequality. The long-run fall in twentieth century inequality, in
spite of a new phase of globalization after 1950, is associated with a pro-
cess of convergence within Latin America, as lower-income countries
achieved faster growth than richer ones—among which Argentine’s col-
lapse had a major part. Argentina’s slowing down from World War I on-
ward contributed to the process of local convergence.

To sum up, the long-run increase in inequality is mainly due to the
widening gap between average incomes between OECD countries and
Latin America that peaked in the late twentieth century. It is then when
Latin America appears to have fallen behind. A process of convergence
within Latin America paralleled its divergence with respect to the ad-
vanced countries.

1.4 Concluding Remarks and Research Agenda

A long-term rise in real per capita income inequality for a partial sample
of the world that includes Latin America and OECD countries is con-
firmed. The deepening gap and subsequent polarization between the
OECD group and Latin America was the major factor behind the observed
increase. National differences in population growth, largely a consequence
of the late demographic transition in Latin America, held up a fall in in-
equality during the twentieth century. This finding contradicts the benign
view of a rise in inequality up to the mid-twentieth century that stabilized
thereafter, as proposed by Bourguignon and Morrison (2002) and Sala i
Martin (2002).

These results provide an answer to the question of when did Latin Amer-
ica fall behind. It is true that when compared to the select club of the core’s
richest countries that experienced sustained per capita income growth
prior to 1850, Latin America fell behind in the early years of independ-
ence—as did most countries at the time. However, the empirical findings
presented here seriously challenge conventional assessments that locate
Latin American economic retardation in the early nineteenth century and
link it to geography, initial inequality of wealth and power, colonial her-
itage, and post-independence political instability and turmoil. They all
certainly hindered long-run growth and a counterfactual scenario with law
and order, lower inequality, and British-like institutions would have cast a
higher growth rate in Latin America. However, blaming Latin America’s
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long-term backwardness on the post-colonial epoch seems far-fetched.
Contrary to a widely held view, Latin America’s retardation appears to be
a late-twentieth century phenomenon that should be explored if we want
to understand why Latin America remains a backward region in a global
world.

Ascertaining why Latin America’s retardation occurred in the late
twentieth century provides a research agenda. Why, during the period of
fastest growth in Latin America—1938-80—did Latin America fall be-
hind OECD countries, unlike southwestern Europe and East Asia? Is it mis-
leading, as claimed by Astorga, Bergés, and Fitzgerald (2003), to associate
import-industrialization strategies to faltering performance, as, when such
policies were implemented, growth intensified and welfare improved? Were
neoliberal policies the causes of post-1980 economic stagnation and rela-
tive decline? Or was it because of poor institutional quality and lack of gov-
ernment credibility? These are among the pressing questions that will re-
quire further research.

Appendix A

Sources for GDP per Capita Volume Indices
for the OECD and Latin America

GDP volume or quantity indices and population, potentially active pop-
ulation (PAP), and economically active population (EAP) data for OECD
countries come from the national sources stated in Prados de la Escosura
(2000), Maddison (2003), Mitchell (1992, 1993, 1994), and the League of
Nations and UN yearbooks. Data for twentieth-century Latin American
GDP volumes and total and potentially active population and economi-
cally active population comes from Astorga and Fitzgerald (1998), As-
torga, Bergés, and Fitzgerald (2004), The Oxford Latin American Eco-
nomic History Database (OxLAD), The Latin American Centre, Oxford
University, http://oxlad.thedesignfly.net/, and Mitchell (1993). Otherwise,
the sources are:

Argentina: Della Paolera, Taylor, and Bozolli (2003), GDP, 1884-1990,
spliced with Cortés Conde and Harriague (1994) for 1875-84. I assumed
the level for 1870 was identical to that of 1875. Newland and Poulson
(1998) estimated Argentina’s littoral agricultural output per head grew
at 2 percent per year over 1825-65. I have assumed that this sector was
representative of the littoral’s economy as a whole, and that no per
capita growth occurred in Argentina’s interior provinces, reaching a per
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capita GDP rate of growth of 0.8 percent. Population data comes from
Newland (1998).

Brazil: Goldsmith (1986), 1850-1980.

Chile: Diaz, Liiders, and Wagner (1998), and Braun, Braun, Briones, and
Diaz (1998).

Colombia: GRECO (2002), since 1906. I assumed the level for 1900 was
identical to that of 1906.

Cuba: Fraile, Salvucci, and Salvucci (1993) and Santamaria (2005).

México: Instituto Nacional de Estadistica Geografica e Informatica
(INEGTI; 1995), 1850-1990. GDP figures from 1845 to 1896, interpolated
from the original benchmark estimates. Following Coatsworth (2003),
I accepted a mild rise in GDP per capita at 0.2 percent per year over
1820-45.

Uruguay: Bértola and Associates (1998), since 1870. I have assumed that
Uruguay evolved as did Argentina’s littoral between 1850 and 1870, as
Argentina as a whole over 1820-50.

Venezuela: Baptista (1997).

Central America (Costa Rica, El Salvador, Guatemala, Honduras, and
Nicaragua): [ obtained the level for 1913 by assuming a growth for 1913—
20 identical to that of 1920-25, the latter taken from OxLAD.



Table 1A.1

Inter-country inequality in per capita GDP, 1850-2000

MLD indices Population shares Inequality
OECD and Latin Latin Within Between
Latin America OECD America OECD  America regions regions
1850 0.0685 0.0224 0.0766 0.8974 0.1026 0.0280 0.0405
1860 0.0863 0.0244 0.1152 0.8933 0.1067 0.0341 0.0522
1870 0.1086 0.0433 0.1465 0.8898 0.1102 0.0547 0.0539
1880 0.1110 0.0363 0.1654 0.8826 0.1174 0.0515 0.0595
1890 0.0987 0.0259 0.1869 0.8780 0.1220 0.0456 0.0532
1900 0.1190 0.0237 0.2184 0.8689 0.1311 0.0493 0.0698
1913 0.1199 0.0260 0.2505 0.8578 0.1422 0.0579 0.0620
1913 0.1272 0.0259 0.2505 0.8482 0.1518 0.0600 0.0672
1925 0.1337 0.0304 0.2149 0.8340 0.1660 0.0610 0.0727
1929 0.1439 0.0294 0.2322 0.8266 0.1734 0.0646 0.0793
1933 0.1284 0.0192 0.1939 0.8207 0.1793 0.0506 0.0778
1938 0.1456 0.0312 0.1931 0.8149 0.1851 0.0612 0.0844
1950 0.2329 0.0888 0.1923 0.7735 0.2265 0.1122 0.1207
1955 0.2281 0.0653 0.1623 0.7599 0.2401 0.0886 0.1395
1960 0.2164 0.0481 0.1331 0.7471 0.2529 0.0696 0.1468
1965 0.2326 0.0350 0.1565 0.7316 0.2684 0.0676 0.1650
1970 0.2299 0.0260 0.1411 0.7139 0.2861 0.0590 0.1710
1975 0.2059 0.0196 0.0846 0.6962 0.3038 0.0393 0.1666
1980 0.2110 0.0205 0.0673 0.6741 0.3259 0.0357 0.1752
1985 0.2491 0.0231 0.0475 0.6610 0.3390 0.0314 0.2177
1990 0.2790 0.0182 0.0428 0.6509 0.3491 0.0268 0.2522
1995 0.2812 0.0170 0.0666 0.6496 0.3504 0.0344 0.2469
2000 0.3051 0.0181 0.0743 0.6389 0.3611 0.0384 0.2667
Annual rates of inequality reduction (%)
1850-1913 -0.89 -0.23 -1.88 -1.15 —-0.67
1870-1913 -0.23 1.19 -1.25 -0.13 -0.33
1900-1950 -1.34 -2.64 0.25 -1.65 -1.10
1913-1938 -0.54 -0.74 1.04 -0.08 -0.91
1913-1950 -1.63 -3.32 0.71 -1.69 -1.58
1950-1980 0.33 4.89 3.50 3.82 -1.24
1938-1980 —-0.88 1.01 2.51 1.28 -1.74
1980-2000 -1.84 0.61 -0.50 -0.36 -2.10
1950-2000 -0.54 3.18 1.90 2.14 —-1.58
Theil indices GDP shares Inequality
OECD and Latin Latin Within Between
Latin America OECD America OECD  America regions regions
1850 0.0559 0.0234 0.0958 0.9625 0.0375 0.0262 0.0297
1860 0.0663 0.0256 0.1435 0.9660 0.0340 0.0296 0.0367
1870 0.0876 0.0454 0.1614 0.9650 0.0350 0.0494 0.0382
1880 0.0844 0.0371 0.1903 0.9634 0.0366 0.0427 0.0417
1890 0.0721 0.0263 0.1967 0.9578 0.0422 0.0335 0.0385
1900 0.0794 0.0230 0.2180 0.9603 0.0397 0.0308 0.0486

(continued)



Table 1A.1 (continued)

Theil indices GDP shares Inequality

OECD and Latin Latin Within Between
Latin America OECD America OECD  America regions regions

1913 0.0811 0.0246 0.2506 0.9505 0.0495 0.0358 0.0453
1913 0.0853 0.0243 0.2506 0.9475 0.0525 0.0362 0.0491
1925 0.0930 0.0286 0.2162 0.9418 0.0582 0.0395 0.0535
1929 0.0982 0.0276 0.2386 0.9407 0.0593 0.0401 0.0581
1933 0.0876 0.0178 0.2078 0.9366 0.0634 0.0298 0.0577
1938 0.1003 0.0271 0.2002 0.9363 0.0637 0.0382 0.0622
1950 0.1749 0.0796 0.1876 0.9289 0.0711 0.0872 0.0876
1955 0.1666 0.0594 0.1617 0.9288 0.0712 0.0667 0.1000
1960 0.1557 0.0430 0.1342 0.9246 0.0754 0.0498 0.1059
1965 0.1607 0.0328 0.1569 0.9230 0.0770 0.0424 0.1183
1970 0.1595 0.0248 0.1455 0.9153 0.0847 0.0350 0.1244
1975 0.1507 0.0189 0.0934 0.9033 0.0967 0.0261 0.1246
1980 0.1587 0.0198 0.0745 0.8938 0.1062 0.0256 0.1331
1985 0.1853 0.0223 0.0517 0.9029 0.0971 0.0252 0.1602
1990 0.2016 0.0178 0.0452 0.9091 0.0909 0.0203 0.1814
1995 0.2005 0.0167 0.0711 0.9066 0.0934 0.0218 0.1788
2000 0.2154 0.0178 0.0783 0.9072 0.0928 0.0234 0.1920
Annual rates of inequality reduction (%)
1850-1913 -0.59 -0.08 -1.53 -0.50 -0.67
1870-1913 0.18 1.42 -1.02 0.75 -0.40
1900-1950 -1.58 -2.48 0.30 -2.09 -1.18
1913-1938 -0.65 -0.45 0.90 -0.22 -0.94
1913-1950 -1.94 -3.21 0.78 -2.38 -1.56
1950-1980 0.32 4.64 3.08 4.09 -1.39
1938-1980 -1.09 0.75 2.35 0.95 -1.81
19802000 -1.53 0.53 -0.25 0.45 -1.83
1950-2000 -0.42 3.00 1.75 2.63 -1.57

Sources. See text.

Notes: Boldface indicates interwar borders. Latin America (LA7) is comprised of Argentina, Brazil,
Chile, Cuba, Mexico, Uruguay, and Venezuela. OECD (14) is comprised of Australia, Austria, Belgium,
Canada, Denmark, France, Germany, the Netherlands, Norway, Portugal, Spain, Sweden, the United
Kingdom, and the United States.



Table 1A.2

Inter-country inequality in per capita GDP, 1900-2000

MLD indices Population shares Inequality
OECD and Latin Latin Within Between
Latin America OECD America OECD America regions regions
1900 0.1338 0.0517 0.2084 0.8783 0.1217 0.0707 0.0630
1913 0.1377 0.0546 0.2465 0.8666 0.1334 0.0802 0.0575
1913 0.1440 0.0569 0.2465 0.8602 0.1398 0.0834 0.0605
1925 0.1366 0.0512 0.1959 0.8478 0.1522 0.0732 0.0634
1929 0.1457 0.0554 0.2045 0.8417 0.1583 0.0790 0.0667
1933 0.1184 0.0280 0.1679 0.8368 0.1632 0.0508 0.0676
1938 0.1341 0.0388 0.1683 0.8311 0.1689 0.0607 0.0734
1950 0.2377 0.1383 0.1695 0.7975 0.2025 0.1446 0.0931
1955 0.2198 0.0995 0.1427 0.7850 0.2150 0.1088 0.1111
1960 0.1996 0.0632 0.1188 0.7717 0.2283 0.0759 0.1237
1965 0.2105 0.0412 0.1389 0.7561 0.2439 0.0650 0.1455
1970 0.2128 0.0228 0.1288 0.7393 0.2607 0.0504 0.1624
1975 0.1966 0.0176 0.0825 0.7225 0.2775 0.0356 0.1610
1980 0.2054 0.0173 0.0699 0.7026 0.2974 0.0330 0.1725
1985 0.2461 0.0205 0.0528 0.6887 0.3113 0.0306 0.2156
1990 0.2830 0.0187 0.0532 0.6773 0.3227 0.0298 0.2532
1995 0.2838 0.0183 0.0691 0.6722 0.3278 0.0349 0.2488
2000 0.3106 0.0185 0.0800 0.6581 0.3419 0.0395 0.2711
Annual rates of inequality reduction (%)
1900-1950 -1.15 -1.97 0.41 -1.43 -0.78
1913-1938 0.28 1.53 1.53 1.27 -0.77
1913-1950 -1.36 -2.40 1.01 -1.49 -1.16
1950-1980 0.49 6.92 2.96 493 -2.06
1938-1980 -1.02 1.92 2.09 1.45 -2.03
1980-2000 -2.07 -0.33 —0.68 -0.91 -2.26
1950-2000 -0.54 4.02 1.50 2.59 -2.14
Theil indices GDP shares Inequality
OECD and Latin Latin Wit